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REPUBLIC OF CHINA'S KEY ECONOMIC INDICATORS 


All values in U.S. $ million 
and represent period averages 
unless otherwise indicated 


Exchange Rate: US$=NT$38.00 1974 1975 % Change 1976 
75/74 (Preliminary) 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 13,802 14,650 17,144 
GNP at Constant 1971 Prices 8,673 8,883 9,927 
Per Capita GNP, Current Prices, in US$ 874 912 1,050 
Plant & Equipment Investment 3,984 4,437 5,129 
Personal Income 9,233 9,684 11,119 
Indices: (Base=100) 

Industrial Production (1971) 142.1 150.4 186.0 

Avg. Labor Productivity (1973) 104.8 $22.5 140.8 

Avg. Industrial Wage (1973) 134.2 158.7 186.2 
Labor Force (1,000 persons) 5,571 5,656 5,748 
Avg. Unemployment Rate (%) 3.8 4.8 3.7 


MONEY AND PRICES 
Money Supply 2,279 2,876 3,436 
Interest Rate, com'l bank secured 14.75 143/13.25 11. 75/12 
Indices: (1971=100) 
Wholesale Prices 180.41 171.26 176.00 
Urban Consumer Prices 164.31 172.90 177.21 


BALANCE OF TRADE AND PAYMENTS 


Gold & Foreign Exchange Reserves 1,853 1,830 2,890 
External Public Debt (incl. undisbursed) 2,976 2,995 Nea. 
Annual Debt Service (%) 4.7 6.9 5.4 
Balance of Payments (Basicl/) -688 105 Nea. 
Balance of Trade -1,327 -643 490 
Exports, FOB 5,639 5,309 -5.9 8,080 
U.S. Share 2,037 1,823 -10.5 3,039 
Imports, CIF 6,966 5,952 -14.6 7,590 
U.S. Share 1,680 1,652 -1.7 1,805 


Main Imports from U.S. (1976: commodity, quantity in 1,000 MT, and value): 
Machinery Equipment, various, 422.5; Electrical Equipment & Apparatus, various, 
211.1; Chemical Elements, Compounds, Materials & Products, various, 188.8; 
Soybean, 763.5, 170.8; Cotton, 94.1, 114.8; Maize, 810.1, 109.4; Transportation 
Equipment, various, 103.1; Wheat, 504.1, 88.2. 


1/ Identical with the US definition, i.e., the current account balance plus or 
minus net long term capital inflow or outflow. 





SUMMARY 3 


Following the high 11.7 percent real GNP growth rate achieved in 1976, ROC 
analysts are projecting a somewhat slower pace of economic expansion this year. 
The Economic Planning Council has estimated a rate of 8.5 percent--which may 
be overly optimistic. Rather strong stimulation of the economy probably 

will be required if this rate is to be attained. 


ROC price levels were among the world's most stable in 1976, with both whole- 
sale and retail indexes rising less than 3 percent. Price stability will 
continue to be a major policy objective in 1977; the government's goal is to 
keep the inflation rate below 5 percent. 


Expansion of foreign trade will continue to be the most significant element 

of ROC economic growth. The level of GNP growth will thus be critically 
influenced by conditions in Taiwan's major foreign markets--the U.S., Japan, 
and western Europe. Assuming a resumption of growth in these countries the 
ROC can look forward to a good year even if growth does not equal the 1976 
level. On this basis sales of U.S. goods and services should show gains and 
hopefully narrow the wide gap in trade which developed in U.S./ROC trade during 
1976. Potential investors should continue to find a hospitable climate in the 
ROC in a wide range of fields including especially those related to the high- 
technology capital-intensive types of industries which the ROC is promoting 
under its Six-year Economic Plan. END SUMMARY 


CURRENT ECONOMIC SITUATION AND TRENDS 


The ROC ended 1976 with an overall increase of 11.7 percent in real GNP. Growth 
was led by the manufacturing sector (up 18 percent), followed by utilities 

(16.5 percent), and mining (15.7 percent). The construction and transportation/ 
communication sectors each grew by 10.2 percent, while services were up just 
over 7 percent. 


The growth rate slackened somewhat in the second half of the year. The slow- 
down was signalled in mid-summer when exports began a three-month decline which 
lasted from August through October. Reflecting the downturn in exports, the 
industrial production index fell six points in August and did not turn up again 
until November when exports also revived in response to seasonal demand. 


All of Taiwan's major industries were affected by the summer export slump. 
Textiles (except cotton), chemicals, and metal products all registered absolute 
declines in output during the third quarter, and while production of cotton 
textiles and electrical and electronic products continued to expand, the rate 
of growth was down sharply from the second quarter. The overall index of 
industrial production, after a strong 9 percent increase in the second quarter, 
rose by only 2 percent in the third quarter and 1.5 percent in the final 
quarter. Taking the year as a whole, however, industrial production (monthly 
average) was up by 23.7 percent over 1975. 


Growth in the agricultural sector was an unexpectedly high 5.3 percent, due 
in large part to unusually favorable weather conditions which resulted in a 


record rice harvest of 2.7 million tons. 





& 


Despite the high rate of overall economic growth in 1976, an undercurrent of 
uneasiness prevailed in the business sector throughout the year. Competition 
was severe in both domestic and foreign markets and business volume frequently 
could be maintained only by resort to sharp price cutting. The resultant 
squeeze on profit margins forced some firms either to merge with stronger 
enterprises or go out of business altogether. 


Price Stability Maintained 


Partly as a result of the competitive situation described above, Taiwan experi- 
enced only moderate price inflation in 1976. Prices inched up during the year 
for an overall increase of 4.5 percent at wholesale level and 3.1 percent at 
consumer level. Neither wage increases nor the rapid build-up of foreign ex- 
change reserves proved to be as inflationary as had been feared early in the 
year. 


Although wages rose on the average by about 15 percent, the inflationary effect 
was offset by a more or less corresponding increase in labor productivity. The 
growth of foreign exchange reserves was largely counterbalanced by a high rate 
of personal saving and a sharp decline in the growth of domestic bank credit. 
The rising cost of imports was a relatively more significant factor in pushing 
up the price level. In November the index of import prices was up from the 
previous November by 8.4 percent compared with only 1.7 percent for domestic 
goods. 


Foreign Trade and Balance-of-Payments 


1976 was a banner year for ROC foreign trade. Exports reached a record $8,080 
million and imports climbed to $7,590 million--also a record. The U.S. remained 
by far the most important market for ROC exports with sales reaching $3.01 
billion, an increase of 65.2 percent over 1975 and representing 37 percent of 
the total. Japan was second with sales of $1.1 billion for an increase of 57.1 
percent and accounting for 13.5 percent of the total. On the import side 

Japan retained its preeminent position with sales of $2.4 billion. Imports 
from the U.S. were $1.8 billion. For the year, the U.S. held a 23.8 percent 
share of the import market in comparison with 27.7 percent in 1975, while Japan 
accounted for 32.2 percent, up from 30.4 percent in 1975. The fact that Japan 
supplied raw materials and components for the ROC's rapidly expanding export 
industries partially explains the change in market shares for the year. 


By year end the Japanese had run up a $1.35 billion surplus in their bilateral 
trade with Taiwan, while the U.S. had a $1.2 billion deficit. The ROC con- 
tinued to broaden its overseas markets during 1976; export sales to areas other 
than the U.S., Japan, and western Europe increased by 24 percent, although of 
course from much smaller bases. 


On a balance-of-payments basis, the ROC's remarkable export recovery had resulted 


in a trade surplus of $455 million by the end of the third quarter (the latest 
period for which data are currently available). Thus, even with a relatively 
high deficit on invisibles, Taiwan had a favorable balance of $188 million on 
current account for the nine months ending in September 1976. (In the same 





5 


period of 1975 the current account was in deficit by $444 million.) With net 
capital inflows of $526 million, including $161 million of short-term funds, 

the ROC's foreign exchange reserves grew by $714 million. For the full year, 
reserves rose by just over $1 billion, bringing the cumulative total to $2.9 

billion at the end of December 1976. 


Foreign Investment 


After a 2-year decline, foreign investment in the ROC turned up in 1976. Total 
approvals rose by 19.75 percent from $118.2 million to $141.5 million. The 
upswing was due mainly to the activities of two European electronics manufac- 
turers (Philips and Grundig) which received approval for investments totalling 
$32.5 million. (In 1975 European investment was only $4.2 million.) The 
Japanese also increased their investment during 1976, from $23.2 million to 
$30.8 million. U.S. investment on the other hand was down sharply from $41.2 
million to $21.8 million, and overseas Chinese investment was down from $47.2 
-million to $39.5 million. The drop in U.S. and overseas Chinese investment 
probably is the result of worldwide conditions, however, rather than to any 
factors relating specifically to Taiwan. 


Substantial injections of foreign capital will be needed for the new Six-year 
Economic Plan. To attract new investment in the technology-oriented capital- 
intensive industries being promoted under the Plan, the government is consider- 
ing a revision of the Statute for Encouragement of Investment. According to 
reports, the current 5-year tax holiday may be extended by 1 to 3 years for 
investments meeting the criteria, and qualified enterprises will be given duty- 
free privileges for domestic production. Tax incentives also will be given to 
large trading companies to stimulate exports. The current period of reduced 
income tax may be extended by 1 to 2 years. 


According to the ROC Industrial Development and Investment Center of the Minis- 
try of Economic Affairs investments to produce 89 products falling within the 
following categories will benefit from the special incentives: metals, machinery, 
transportation equipment, vehicle parts, electronics, electrical equipment, 
photographic equipment, paper products, chemicals, hardware, and crystal products. 
Potential U.S. investors should therefore find a hospitable climate in the ROC 

in a wide variety of fields where American industry maintains a leadership role. 


Money and Credit 


Despite the heavy inflow of foreign assets in 1976, the growth of Taiwan's money 
supply (M,) was kept within the 20 percent range which the Central Bank con- 
siders compatible with price stability. This was accomplished largely by re- 
straining the growth of bank credit. Compared with an increase of 32 percent in 
1975, credit growth was held to only 16 percent in 1976. While keeping the lid 
on the volume of bank loans, the monetary authorities nevertheless moved to 
lower the cost of credit in the latter part of the year to help ease the profit 
squeeze being felt by many ROC enterprises. Bank interest rates were lowered 
by 0.75 percent in October and by another 0.5 percent in December. It is widely 
thought that interest rates are still too high; there is“a good possibility 

that they will come down further this year, particularly if the overall economic 
growth rate falters. 





Economic Planning 


The government in October 1976 approved a Six-year Economic Development Plan 
for the period 1976-81. The plan envisions an annual overall growth rate of 
7.5 percent, with exports growing at 12.2 percent, imports 10.6 percent, indus- 
try 9.5 percent, agriculture 2.5 percent and population rising at 1.8 percent. 
The plan will be used as a guide for public expenditures and the government 
will use monetary and fiscal policies to guide investments in the direction 
indicated by the plan. 


The goal of the plan is to transform the economy of the ROC from one based on 
labor-intensive light-industries to one based on high-technology capital- 
intensive industries. The ten Major Projects now in their late stages of com- 
pletion - electrification of the railway system; a north-south freeway; nuclear 
power plants; development of the petrochemical industry; an integrated steel 
mill; a shipbuilding facility with a 1.5 million ton annual production capacity; 
a new harbor in Taichung; a railroad linking Suao and Hualien; a new international 
airport at Taoyuan; and the enlargement of Suao Harbor on Taiwan's northeast 
coast - will create an infrastructure to support this transformation. In the 
industrial sector, the plan calls for (1) the creation of adequate domestic 
energy supplies through intensified exploration for inshore and offshore oil 

and gas resources, diversification of crude oil supplies and expansion of nuclear 
power generation; (2) accelerated development of capital and technological- 
intensive industries, including basic metals, heavy generators, precision tools, 
electronic components, scientific instruments, telecommunications equipment, and 
down-stream petrochemical projects; (3) improvement in technical know-how and 
equipment for export industries, including upgrading the textile, plastics and 
food industries; (4) development of defense industries, including assistance to 
both public and private enterprises for the production of defense equipment and 
supplies; (5) intensified research and development of new industrial know-how, 
including encouragement to private firms for the purchase of patents and licenses, 
more effective protection of patent holders, and strengthening preferential tax 
treatment accorded research and development; (6) strengthening assistance to 
small and medium-sized business through the creation of a more efficient credit 
system to encourage acquisition of new equipment and the promotion of low-cost 
semi-automation to standardize products and increase efficiency; and (7) the 
introduction of a more rigorous product inspection system to improve the quality 
of exports. 


Outlook for 1977 


The Economic Planning Council estimates that real economic growth in 1977 will 

be about 8.5 percent, with expansion of the major sectors as follows: agriculture - 
2.4 percent; industry - 13 percent; mining - 3.5 percent; construction - 7.9 
percent; transportation/communications - 9 percent; and services - 4.8 percent. 
These estimates are predicated on a total foreign trade of $18.5 billion with a 
favorable trade balance of $300 million. (Comparable figures for 1976 were 

$15.7 billion and $490 million, respectively.) 
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The EPC's projections are rather optimistic. The foreign trade outlook, on 
which continued overall economic growth is premised, depends largely on what 
happens in the economies of the ROC's major trading partners--the U.S., Japan, 
and western Europe. ROC officials are hopeful that reflation measures will 
spur continuing recovery in these countries, in which case Taiwan can look 
forward to a continued increase in its export trade. On the other hand, if 
worldwide recovery lags appreciably, ROC exports will not flourish. 


To achieve an overall growth rate as high as 8.5 percent, the ROC Government 
probably will have a undertake fairly strong stimulative action including 
measures to make bank credit more readily available. 


Price stability, which traditionally has been a cornerstone of GROC economic 
policy, will continue to be a major objective in 1977. The target is to hold 
inflation to not more than 5 percent, which implies continued strong efforts 
to keep the lid on wholesale and consumer prices. In the latter connection 
the government has warned business and industry against using the latest oil 
price increases by OPEC as justification for "unwarranted" domestic price 
increases. 


Devaluation of the New Taiwan dollar continues to be suggested by some export- 
oriented manufacturers as a needed measure to improve the ROC's competitive 
position in foreign markets. The government, however, has approached this 
question with extreme caution and appears ready to devalue only if Taiwan's 
competitive position, particularly vis-a-vis Korea, is seriously weakened (e.g. 
by a further devaluation of the Korean won). 


The 1977 outlook for specific industries varies widely. According to the ROC 
Industrial Development Bureau (IDB), most industries can look forward to growth 
rates much lower than those attained in 1976. The IDB's projections for major 
industries are as follows (1976 rates in parentheses): chemicals - 6.7 (20.7); 
petroleum refining - 39.1 (40.5); basic metals - 14.6 (30.1); metal products - 
13.3 (28); non-electric machinery - 11.6 (27.8); electric machinery (including 
electronics) - 20.3 (45.2); textiles - 9 (18.1); transportation equipment - 19.6 
(0.3); foodstuffs - 8 (15.4); wood and wood products - 12.8 (30). 


IMPLICATIONS FOR U.S. TRADE 


The ROC ranked 12th among U.S. trading partners in 1976. U.S. exports to the 

ROC were $1.6 billion and imports $3 billion according to U.S. customs statistics. 
Leading exports were food products at $200 million; other farm products at $280 
million; machinery and transport equipment at $664 million; and chemicals at 

$150 million. 


1977 should provide good sales prospects for American exporters, especially 

in view of the desire of the ROC Government to increase purchases from the United 
States because of the large imbalance in trade between the two countries. This 
has been translated into some government tenders limited to procurement from 
North America and Europe, or sometimes simply from the United States. Accord- 
ing to Embassy studies and independent research, the following categories of 
products appear to offer substantial sales opportunities: 
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Building and construction equipment: e.g. portable electric drills; portable 
electric grinders; portable air compressors; portable electric tools; snap 


bracket single waler forming systems for concrete structures; shotcrete pumps 
and tunnel gun equipment; ross mobile and low profile stationary concrete batch 
and mix plant; complete forming systems for reinforced concrete structures; 
concrete curbing machines, small types; aluminum roof coatings; heavy duty roof 
coatings; emulsion roof coatings; white roof shields; heavy duty patching com- 
pounds; heavy duty primers; concrete primers; aluminum hydraulic shoring equip- 
ment; wet wide belt sanders and sanding belts; locksets - protecto locks; 
coated abrasive belts; residential and commercial door locks, generalized 
designs; cutlass 4341-3000 whiteprinters, small type; electric snap-on tools; 
snap-on hand tools; hydraulic service tools; hydraulic jacking/piling testing 
units; road paving and trimming equipment; packaged type screw air compressors; 
vibratory soil compactors; high tensile strength tools for the construction and 
machinery industries; slip form pavers; asphalt curbing machine; mechanical 
angle dozer; bull dozers; excavators; TF-1000 trenchers; crawler tractors com- 
plete with hydraulic semi-U dozer blades and hydraulic rippers; tractors with 
loader-backhoe agricultural mountings; tower cranes, small types; vibratory 
compactors; crawler drills; mounted breakers; motorgraders. 


Machine tools: e.g. grinding machines; lathes; milling machines; drilling 
machines; boring machines; jig boring machines; sawing machines; gear cutting, 
shaping, finishing machines; planers; hydraulic presses; presses, including 
mechanical and punch; rolling mills; wire drawing machines; other drawing 
machines; bending machines; welding machines, gas-operated; cutting machines, 
gas-operated; rolls and other parts of rolling mills; chucks, for lathes; drill 
jibs. 


Hotel and restaurant equipment: e.g. color TV sets; window-type air conditioners; 
freezers; refrigerators; vacuum cleaners (Eureka vacuum cleaners, micro-master 
vacuum cleaners, small types of industrial vacuum cleaners); carpet shampooers 
(wet-dry vacuum carpet cleaners, shampoo-N-Vac, carpet shampoo machines); audio- 
visual training program for hotel, food service and general business areas; walk- 
in refrigerators, revolving show-off display cases; electric pressure fryers; 
luxor toilet with fittings; towels; sheets; ice-making machines; bliz whiz ice 
shavers. 


Automotive service equipment: e.g. hand tools; lubricating equipment; automotive 
paints and coatings; rust inhibitors; paint spray application equipment; portable 
battery chargers; wheel service equipment (steering wheel holder, pedal depressor, 
turning gauge set, car level gauge, projector, gauge and magnet, turning radius 
gauge, alignment gauge); timing light. 


Food processing and packaging equipment: e.g. lard plasticizers, slaughtering 


equipment, all general meat processing equipment, homogenizers, pasteurizers, 

ice cream equipment, dairy products packaging equipment, cheese making machines, 
spray driers - powdered milk, evaporated milk equipment, enrobing machines, 

bread making machines, continuous process ovens, cake depositing/icing machines, 
juice extractors, sawing/breaking machines, pulling machines, margarine making 
churns, germination machines, blast freezers, compressors, condensors/evaporators, 
refrigerated bulk cooling tanks, aseptic processing and storage systems, recording 





thermometers, sterilizing systems, fillers for dry products, fillers for 
liquid products, other form/fill/seal systems. 


Laboratory equipment: e.g. biological and clinical analysis equipment; labora- 
tory support equipment, general purpose and inexpensive. 


Marine equipment: e.g. cargo handling equipment and controls; cranes and lift- 
ing equipment; bulk unloading systems; boats (tug, fire fighting, communica- 
tions) and components; ship repairing equipment; engine room machinery; marine 
boilers and heat exchangers; forklifts; dredging equipment; anti-corrosion 
finishes and equipment; communication equipment, navigation aids and radar; 
numerical control cutting and welding machines; airless spray equipment. 


Available by subscription from.the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


market 


researcn 


tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


; trade patterns 
~ . 
~~ industry trends 
} distribution channels 
transportation facilities 
trade regulations 
prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take a look at the country’s 


TAKE pay Foreign trade 
TOUR @) = Foreign investment 
Finances 
POTENTIAL ese 
Basic economic facilities 
Mi a Natural resources 
Population 
tne SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to a// major 


trading countries. 
VIEW other special reports such as: 


Appraisal of China’s Foreign Trade Policy 

Basic Data on the Economy of the Soviet Union 

A Business Guide to European Common Market 

A Guide to End Users and Research Organizations 
45 20) ak nae 


e Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $36.50 a year by mailing 
the coupon below. 


(Singie copies are available for 50¢ each from the Publication Sales 
Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 








